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Auditor Alert: Yellow
Book Standards
Require Specialized
CPE
The 1988 revision of the Comptroller General’s Govern
ment Auditing Standards (the “Yellow Book”) includes
specific continuing education requirements for individuals
working on audits to which these standards apply. These
include “audits of government organizations, programs,
activities, and functions, and of government funds received
by contractors, nonprofit organizations,” and of a number
of other nongovernment organizations.
Because of the standards’ broad applicability—they
apply, for instance, to HUD audits—the Technical Issues
Committee asked your Advocate to alert its readers to the
CPE provisions, which should be met within two years
from the standards’ effective date, which was January 1,
1989. Some TIC members indicated that the requirements
would have a considerable impact on their CPE programs,
their policies for assigning staff, and even on their firms’
overall structure and strategies.
The standards identify two groups to whom the CPE
requirements apply. The first consists of “auditors responsi
ble for planning, directing, conducting, or reporting on
government audits.” These auditors are required to com
plete, every two years, at least 80 hours of continuing
education and training that contributes to the auditors’
professional proficiency. At least 20 hours are required
each year.
“Individuals responsible for planning, directing, con
ducting substantial portions of the field work, or reporting
on the government audit” constitute the second group.
These individuals should complete at least 24 of their 80
hours in subjects “directly related to the government
environment and to government auditing. If the audited
entity operates in a specific or unique environment,
auditors should receive training that is related to that
environment.”
Government officials are reportedly developing an
interpretation with more details. Meanwhile, some have
indicated that an auditor would be considered responsible
for conducting substantial portions of the field work, and
therefore subject to the more specialized 24 hour require
ment, if he performs 20 percent or more of the total field
work on a given Yellow Book audit, or if in a given year his
chargeable time to Yellow Book audits is 20 percent of his

total chargeable time.
In 1987, after reviewing a draft of these standards, the
POPS asked the AICPA’s State & Local Government
Committee, which was developing the Institute’s official
response to the draft, to address the proposed CPE
requirements. The PCPS pointed out, among other things,
that the proposal would effectively bar many small and
medium size firms from ever getting into government work.
Despite the rigor of the standards that have been issued,
they seem to be somewhat of an improvement over the
1987 draft.
□

PCPS Speaks Out For
Plain Paper
Responding to a PCPS initiative, the AICPA’s Accounting
and Review Services Committee (ARSC) held an open
meeting in September to review whether CPAs should be
allowed to issue “plain paper” or “legended” financials. The
ARSC is the senior technical committee providing guid
ance on accountants’ services on unaudited financial
information of nonpublic entities, through issuance of its
Statements on Standards for Accounting and Review
Services (SSARS).
After hearing the arguments pro and con, the ARSC
determined that there was not sufficient reason at this time
to amend the current compilation and review standards
(SSARS 1) to allow this new service. However, PCPS
believes it has spurred the committee to develop added
guidance for practitioners to alleviate some of the existing
problems surrounding SSARS 1.
The legended financials issue was under considera
tion because of a PCPS request initiated more than 18
months ago. As proposed, this service would apply only to
interim financials restricted to management use, and the
statements would not have carried a firm’s name, logo or
watermark. The legend would have disclosed that depar
tures from GAAP were involved, and would have appeared
on each page.
Robert L. Israeloff, Chairman of the PCPS Executive
Committee, and Edward F. Rockman, Chairman of the
Technical Issues Committee, attended the meeting to
present the views of the PCPS—namely that the existing
standards do not respond to the current needs of local
practitioners and their clients to reduce cost and complex
ity. By providing legended financials, a CPA could lower
Continued on page 5
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Chairman’s Corner
by Robert L. Israeloff
Chairman, PCPS Executive Committee

Suppose someone offered you the opportunity to join a
group that comprised more than 80,000 CPAs who stand
for the same beliefs, face the same problems, share the
same goals. What if you could use this group to find
solutions to these problems and work for positive change
within the profession?
Look no further. You’re already a member. PCPS is
the group— with a membership that includes more than
5,600 firms across the country and a large majority of the
CPAs currently in public practice. Your participation
ensures that you and your firm have a voice in the
profession, a platform for change, and a focused set of
demands.
Early in my career, I learned a fundamental lesson
from someone I respected a great deal. It was the
difference between responsibility and authority. Increasing
your level of responsibility is important, he said, to succeed
in business. But to be a leader, you must also have the
authority to direct and guide the areas that you manage.
At PCPS, we are fortunate to have the responsibility to
represent the interests of local firms—and the authority to
do so. In our charter, authorized by the AICPA’s 260member governing Council, we have a mandate to act as
the advocate for local firms, to provide a better means for
members to make known their views on professional
matters.
Happily, that authority continues to increase. In July,
the AICPA expanded the role of the PCPS to include all
activities relating to small business. These include (but are
not limited to) promoting Small Business Week and other
SBA activities; reviewing CPE programs available to
members in small business and suggesting improvements;
and helping to develop the annual small business issue of
the Journal of Accountancy. PCPS has designated a task
force to review these responsibilities and expand them.
Another lesson I learned from my “mentor”—a simple
one, but one that’s ignored by too many people these
days—is that the best way to increase your responsibilities
in the future is to do a good job now. PCPS has had its
best year ever, and is looking forward to meeting new
challenges in 1990. One of our most important accom
plishments is the TEAM meeting program. I single that out
specifically because it is a good example of how we
listened to our membership, saw a need and filled it. We
recognized that smaller firms needed a way to exchange
practice management and practice development experi
ences, and provided them the means to do so.
Our three TEAM meetings held so far have been
successful because they have helped the practitioners who
attended. They brought together CPAs who stood for the

same beliefs, faced the same problems, shared the same
goals. That’s PCPS doing its job on your behalf. We look
forward to further increasing our authority within the
profession, and encourage your active participation in all
our programs.
□
Editor’s note: “TEAM” stands for TEn At Most. TEAM firms are
those with up to ten professionals.

Public Relations Tip:
PR for Tax Time
Tax time is no time for most local practitioners to take on
additional projects, yet it’s the time most people think
about CPAs. How do you capitalize on this potential for
visibility when you can’t spare a minute?
The best way to generate publicity for your firm during
tax season is to prepare a media program in advance, so
that when March and April roll around the program nearly
runs itself.
Involve your staff in the publicity effort from the
beginning. It will make less work for you and ensure they
are familiar enough with the program to handle mailings
and telephone calls when time is tight.
Start by asking someone to develop a press list of
local media, including newspapers, business magazines,
television and radio. Have them call to confirm that they
have the proper contact name (properly spelled), address
and telephone number.
The next step is to write a thorough and concise “pitch
letter.” It should identify the best person in your firm to
comment on tax issues. Include any information that would
pique a journalist’s interest or might generate a story with a
local twist.
You may also want to contact your state society or the
AICPA for additional promotional materials on tax issues or
filing tips.
It can be expensive and time-consuming for a small
firm to write special hand-outs for publicity purposes.
States societies and the AICPA have a variety of materials
that you can use in conjunction with your personalized
pitch letter to create a press package for your local media.
(Dan Ranieri of the AICPA’s Public Relations Division—
212/575-5574—can tell you what is available from the
Institute.)
Try to complete your cover letters and establish a final
publicity plan in January. The plan might include mailings
to the press list in February and March with follow-up calls
in late March. Make sure your receptionist knows to whom
press inquiries should be routed, and brief any staff
involved on the purpose, plans and resources available for
the press program.
The most effective and efficient public relations effort
is one that begins early.
□
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Staff-Only Meetings
It’s one of the oldest management techniques in the book:
give people a voice and they’ll care about the company. At
Linkenheimer, Hebrew & Company, staff-only meetings
give people that voice, to the benefit of the firm and its
personnel.
Linkenheimer, Hebrew & Company, based in Santa
Rosa, California, has 22 staff members plus five partners.
The idea to start a staff-only meeting came from R. John
Jones, the firm’s managing partner.
“The issue really arose as a result of our monthly
partner/staff meeting,” said Jones. “I was concerned that
we weren’t getting the quality input and feedback that was
possible from our staff members. I wasn’t sure if they felt
they could really say what was on their minds.”
But that has changed. For the past two years, the
firm’s staff has held “staff-only” meetings, without a single
partner present. The meeting agenda is planned by a staff
representative, who also takes notes and distributes them
to all participants. Afterwards, the representative meets
with Jones to discuss the issues the staff would like to see
partners address. Sometimes the issues are resolvable;
sometimes they are not.
“Typically, I’ll say, ‘Well, I can see about items one
through five but number six I don’t think is a good idea.’ For
those items that require further discussion, I’ll bring them
up with the other partners,” said Jones. Progress reports
are given at the monthly firm-wide meetings.
The firm has taken many of the staff suggestions to
heart. According to Jones, for example, staff expressed
concern about how assignments were made, realistic job
budgets and project monitoring. Based on those concerns,
the firm modified its procedures and devised a work-order
form. This particular problem was solved rather quickly.
“It took about two weeks,” said Jones. “The firm
scheduler and I brainstormed for awhile, and then we
asked five or six of our most senior staff people out to
lunch. The eight of us talked it all the way through. We still
use the work-order system today.”
Staff-only meetings also resulted in the modification of
staff evaluation procedures. The firm had always used the
development team approach to counseling and evaluations.
However, a number of staff members felt that their reviewers
weren’t doing as good a job as they could. Consequently, the
firm switched to having one personnel partner conduct all
reviews. The story didn’t end there, though.
“After we made the switch, some staff members who
didn’t think they had a close relationship with the person
nel partner felt slighted. So, we went back to the staff and
said, ‘Okay, which do you want?’ It didn’t really make that
much difference to the partners, but we wanted the staff to
know that the lines of communication were open. They

decided to switch back to the old system.”
Of course, the firm has a limit to how democratic it
can be. As Jones put it, “We listen, and we’re very
interested in what the staff has to say. We don’t want them
to feel ignored; that would be foolish. But this isn’t really a
democracy. Ultimate decisions are always made by the
partners.”
Staff members seem to enjoy the relaxed atmosphere
of the meetings. Usually only two or three agenda items
are planned, with the rest of the meeting devoted to open
discussion. With pizza for refreshment, staff members can
talk about whatever is on their minds. Jones, who
approves the date and time of the meeting, has only one
rule: that it be “constructive.”
Aside from the useful recommendations about firm
procedures, one clear benefit of the meeting is enhanced
communication. It allows staff who feel shy, reserved or
inhibited an opportunity to get things off their chest in a
more comfortable environment,” said Jones. “I doubt most
of the staff would mind if we stopped the meetings, but
there are a handful of people who don’t feel they could just
walk into a partner’s office and let off steam. This meeting
gives them the chance to do that.”
□

How To Use the 1990 Tax
Planning Guide in Your
Marketing Program
“You don’t win business just by shaking someone’s hand.”
So said Neil D. Krug, managing partner of Gray, Gray
& Gray, when asked how his firm uses the 1990 Tax
Planning Guide. After all, getting your name in front of
clients is the key to marketing accounting services. One
way to do so is through useful publications like the tax
planning guide.
The guide is a 32-page, two-color booklet now
available to PCPS member firms from Newkirk Publica
tions. It outlines a variety of tax planning subjects for
individuals and businesses, on issues ranging from
income-deferral strategies to retirement planning alter
natives. And, most useful for marketing, PCPS firms can
have their company name and logo imprinted on guides at
no additional cost.
Krug’s firm, based in Boston and with a total staff of
50, orders about 1,000 guides each year. Their clients are
primarily closely held businesses for whom they do tax,
audit, accounting and personal financial planning work.
Gray, Gray & Gray sends the guides in a kit to current and
prospective clients, along with partner biographies, firm
background information and business cards.
“The idea is to get your name out there,” Krug said. “If
they see your name and remember it, they’ll someday
Continued on page 6
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Case Study: An
Inspection Everyone
Likes
Vitale Caturano & Company “took castor oil and turned it
into candy,” said partner Michael Ferraro of the firm’s
approach to inspection.
Four years ago this five-partner, 35-person firm
considered the PCPS annual inspection requirement a
necessary evil. Now, it’s a primary catalyst for CPE and
staff training—an annual event that everyone looks for
ward to.
What’s the secret? According to Ferraro, the Boston
firm’s management committee brainstormed on how to turn
the inspection process into a learning experience, and
concluded that the best way to do so was through a team
approach. Now, inspection is a two-day event. On the first
day, the firm splits into five teams of 4 or 5 people,
including one partner and at least one entry-level staff
member. Each team reviews an audit or review engage
ment (pre-selected by the firm’s quality control partner)
and discusses all aspects of the engagement including
tax, MAS and reporting issues.
The team documents its findings and determines
whether peer review requirements have been met. It also
discusses whether the firm has provided the best possible
service to the client, and decides if there are any new
ideas that would benefit the client or the firm.
On the second day, the teams prepare and deliver
formal two-hour flipchart presentations to the entire staff
on their findings, both good and bad. Following each
presentation, the group discusses the findings to resolve
questions, identify gaps in technical proficiency, and point
out innovative techniques used in the engagement.
This year, the firm had its fourth annual inspection. As
in other years, Ferraro said, “It really got our staff psyched
up.” The event gives the Vitale, Caturano staff a chance to
share ideas and hands-on knowledge about the practice
and its clients. The informal, unpressured environment is a
particular benefit for new firm members.
“We’ve found that the process helps to break down
communications barriers between partners and staff, and
encourages a more open atmosphere in the firm,” said
Ferraro. “Perhaps more important,” he added, “our junior
people begin to see that we don’t always agree, and that
accounting issues are not always black-and-white. They
understand the firm and the profession better when they
realize that there’s more than one right answer.”

Staff retention is another important goal of the
program. “You can grind people up pretty well in this
business—especially if they don’t have a ‘big picture’ idea
of what they’re doing and why,” said Ferraro. “We’ve
designed our inspection program and our other CPE
programs to give our staff that perspective.”
Management learns from this process too. During the
program, the partners get a clear look at whose presenta
tion skills need polishing, who needs more technical
training, and how individuals are growing in their jobs. Said
Ferraro, “We have a superior staff to begin with, but you
can definitely see the weaker individuals gain from the
experience.”
This year’s program had a slight twist—an outside
consultant participated in the program as a facilitator and
technical advisor. The consultant knew the firm already, as
he conducts the two-week CPE program held before the
inspection. According to Ferraro, “Having the consultant in
the group discussion improved the learning experience,
because it helped us to focus on specific issues and
resolve them faster. Regardless of whether he agreed or
disagreed with us, it was instructive for the staff to hear the
issues discussed by someone other than the owners of the
firm.”
Next year, Ferraro said, the firm has decided to hold
the inspection first, and the CPE programs right after. The
firm already tailors its CPE program to meet the specific
needs of staff and clients, but sees the opportunity to
focus its CPE on topics raised in the engagement reviews.
That way, the challenges are fresh on people’s minds, and
staff can derive more practical, relevant benefits from the
courses they attend.
While smaller firms may not be able to afford an
outside consultant for this type of program, the concept of
using inspection as a vehicle for staff interchange has
merit—even on a smaller scale. According to Ferraro, the
relationship between theory and practice becomes more
and more important as firms grow. “Our goal is to integrate
the technical issues into on-the-job applications,” he said.
“The outside consultant helped us make progress toward
that goal this year. He also gave us all some good
perspective on why we’re doing what we’re doing and what
we should be getting out of the profession and the firm.”
“You have to create some excitement and challenge
for people to grow,” Ferraro concluded. “There has to be
some risk-taking and some incentive to take those risks.
As long as we recognize that and try to build in these
challenges and these incentives, we know that the firm will
benefit over the long term.”
□
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PCPS Speaks Out
Continued from page 1

the costs of supplying interim financials by a considerable
amount, and could provide more timely service to small,
privately held clients.
Many private companies need timely, basic interim
financial information to manage their operations effectively,
yet GAAP financials make it difficult and costly for today’s
CPA to provide it. As Israeloff and Rockman stated, the
proliferation of interim financial statements marked “draft”
is sufficient evidence of a need for authoritative guidance
in this regard.
Israeloff pointed out in his presentation that the
service would differ from the old “internal use” approach, in
which CPAs were associated with the financial statements
because they reported on them on their letterheads. The
proposal would clearly prohibit such direct association. He
stressed that what was being proposed was an elective
service; firms that did not choose to provide it would not be
obligated to do so.
He testified that the assertion that such a service
would not be professional is an emotional argument not
grounded in fact. Restricted, internal use, no report
statements already exist in our literature, in the prospective
financial statement standards. These are not considered
unprofessional. Furthermore, the proposal does not pro
vide for the CPA to abandon the standard of due
professional care.
The meeting drew strong arguments on both sides.
Written response to ARSC was mixed. Most practitioners
who voiced disapproval noted that “plain paper” financials
could cause confusion to clients, and could invite
unprofessionalism and liability problems. (Note: AICPA
legal counsel has considered the liability problem and
concluded that there is little evidence that such a service
would create significant risk of litigation.)
Further, opponents noted that standards overload can
be mitigated either by omitting disclosures or by using
OCBOA. In some states, including Texas, Virginia and
Washington, “plain paper” statements might cause a
regulatory problem—use of such statements could make it
more difficult for CPAs to retain their monopoly on audits,
reviews and compilations of financial statements.
Following the hearing, the ARSC decided not to
amend SSARS 1, for three primary reasons. First, it was
thought to be a step backward, facilitating an “unprofes
sional” service. Second, the ARSC was concerned about
the regulatory situation in the states noted above. Third,
potential cost reductions might be attained by merely
adjusting the firm’s own quality review procedures.
For example, a practitioner who attended the meeting
described how his firm prepares a client’s interim compila
tion report just once a year, and then uses it eleven
additional times, changing just the date. When the
accountant arrives at a client’s office, he has the current
report with him.

The frequent use of computers to generate state
ments has also caused confusion about compliance with
SSARS 1. A CPA at the meeting, hesitant about liability
issues, told of how the firm would input data into the
client’s computer but ask the client to press the “print”
button. In that way, the CPA believes the firm is not
accepting responsibility for issuing the statement.
Examples like these clearly point to the need for
additional guidance in applying SSARS 1. And, while the
PCPS representatives were disappointed at the conclusion
that the ARSC reached, they believe they have stimulated
the committee to address the important compliance
problems. At its next meeting, the ARSC will work with
selected practitioners experienced in applying SSARS 1 to
clarify some of these gray areas. After that input, the
ARSC will consider developing further guidance in the
form of an interpretation or Q&As for practitioners.
The subject is probably not closed. In a related Wall
Street Journal story, Bob Israeloff noted, “Don’t be
surprised to see this proposal surface again.” He dis
agreed with critics of the issue by stating, “If the ‘plain
paper’ statement is prepared with due professional care
and is only for the client’s use, it serves a need for small
business that won’t go away.”
□

FASB Seeks Practice
Fellows from Smaller
Firms
At a recent meeting with the Technical Issues Committee,
members of the Financial Accounting Standards Board
asked the PCPS’s assistance in identifying and recruiting
prospective practice fellows from local or regional firms.
Practice fellows function as project managers on
emerging practice problems or implementation issues.
They are responsible for every phase of assigned projects,
culminating in the presentation of recommendations to the
Board and the drafting of standards. In addition, they act
as consultants to the permanent staff on major long-term
projects and are responsible for answering technical
inquiries from various sources. They are encouraged to
accept speaking engagements and to publish articles.
Throughout the practice fellowship program’s 15 year
history, almost all the participants have been from large
national firms. TIC and FASB members agreed that the
Board’s work could be enhanced by in-house representa
tion of the local firm perspective.
Practice fellow candidates must be nominated by their
firms. Firms are asked to nominate persons at the
manager level or the equivalent who are expected to be
considered for partnership within two or three years from
the time the fellowship would begin. Candidates must have
Continued on page 6
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How To Use Planning Guide
Continued from page 3

think about you. We’re not talking about instant gratifica
tion, but about building name recognition.”
Bradshaw, Smith & Company, based in Las Vegas,
also uses the Tax Planning Guide in its marketing progam.
A 32-person firm, they provide extensive tax services for
real-estate developers, hotels and casinos, broadcasting
concerns and other businesses. They send the guide to a
selected list of about 500 clients, usually those in the
higher tax brackets.
“We sent it to all clients we think are sophisticated
enough to understand it, would benefit from reading it or
would have additional questions to call us about,” said the
firm’s managing partner, Ira W. Bradshaw.
The guide is mailed in mid-November, as soon as it
becomes available, accompanied by a “Dear Client” letter.
So far, reaction has been quite positive.
“If people haven’t received the guide,” said Bradshaw,
“we get a number of calls asking if we’re mailing it out this
year.” Clients have told Bradshaw that they find the guide
well-written, well-presented and not overly technical.
Bradshaw’s firm, in fact, liked the guide’s format so well
that they patterned their capabilities brochure after it.
Lee Sherman’s firm, Sherman & Sherman, PA., uses
the guide as a resource for all current clients. Sherman &
Sherman, based in Towson, Maryland, has a total staff of
14. They specialize in audit and tax work, especially for
contracting concerns and light manufacturers.
“Basically, anyone for whom we do fee work gets a
guide,” said Sherman, the firm’s managing partner. “For
companies, that sometimes means we send it to the
corporate officers as well as the controller and the
operations director. Our goal is not to do their individual tax
planning, though. It’s just so that someone doesn’t bring a
similar guide to the office and say, ‘Hey, look what my
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neighbor got from his accountant.’ For us, sending out this
guide is really just tending our own garden.”
Sherman & Sherman keeps stacks of the guide
around the office for prospective clients or reception office
reading. Bradshaw, Smith & Company and Gray, Gray &
Gray also have office copies handy.
Newkirk is the authorized publisher of a variety of
PCPS practice development materials. Other Newkirk
publications discuss such topics as income splitting, S
Corporations v. C Corporations and 401(k) plans.
All three firms use other Newkirk products as part of
their ongoing marketing effort. Gray, Gray & Gray uses 12
Newkirk publications, usually including one in each new
client letter. Bradshaw, Smith & Company clients find the
flyer on social security planning especially helpful.
“When we first sent the Newkirk flyers out, clients told
us they liked them a lot better than the materials we put
out ourselves,” said Sherman. “Our company guides were
written by accountants, and even though we tried to make
them understandable to lay people, people told us they still
had trouble understanding them. Now, we get a lot of
compliments about the Newkirk publications. I think they’re
just better aimed at our clientele.”
For more information on the 1990 Tax Planning Guide
or a catalog of Newkirk publications, call Paul Ainsworth at
800/525-4237.
□

FASB Seeks Practice Fellows
Continued from page 5

excellent communications skills and knowledge of
accounting theory. After a two-year stint at the FASB, a
fellow is expected to return to his or her firm.
The FASB also offers industry and faculty fellowships,
and postgraduate internships.
For further information contact Human Resources at
the FASB, 203/847-0700.
□

